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Kahier, Pam

From: Kahler, Pam .

Sent: Wednesday, January 28, 2004 2:04 PM
To: Hale, Janine

Subject: RE: split of LRB 3588/2

Hi, Janine:

I'm glad you sent the e-mail because | was under the impression that you wanted just one bill that included both of those
pieces. Now | know that you actually want two bills (in addition to LRB-3588/2), each with one of those pieces. Yes, I'm
sure they can be out to you by next week.

Pam
-----Original Message:----
From: Hale, Janing >
Sent: Wednesday, January 28, 2004 1:59 PM
To: Kahler, Pam
Subject: split of LRB 3588/2
Hi Pam,

This is in follow-up to our conversation late afternoon yesterday. Bonnie would like to stick with the current HSA
language in LRB 3588/2.

So to reiterate, we want to draft the self-funded employer group piece and the HSA piece as two separate bills. Do
you think they could be ready by next week? P

Thanks,
Janine

P N
e

:‘ Janine L. Ha - TN
ce of State Representativ@
63rd Assembly District

113 West, State Capitol

P.O. Box 8952

Madison, WI 53708
(608)266-9171
1-888-534-0063

Jjanine. hale@legis.state. wi.us
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1 AN ACT to create subchapter XVI of chapter 71 [precedes 71.98], 146.92, 601.415

@ (8) and 635.25 of the statutes; relating to: e e

Analysis by the Legislative Reference Bureau 9""
] Self-funded employer groups

This bill authorizes thgZformation of three employer groups each for the purpose
of establishing and admj#fistering a health care benefit arrangeffient for providing,
on a self-funded basigt’health care benefits to the employgef of the employers that
participate in each ghployer group. Two or more employérs that are members of the
same chamber of£ommerce may form an employer gfoup and other employers that
are members pf that same chamber of commergd may elect to participate in the
employer p that is formed. An employer thAt participates must offer to cover all

terminates. ,
Each employer group will detpfmine all matters necessary for the6peration of

enefits to a covered

e v e st e g
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et esinsir !

gperson per year on a self-funded basis and must obtain stop—loss coverage. Each
i health care benefit arrangément must provide the same benefits for all employers
; participating in the emiployer group, but the contributions paid by participating
{ employers for self-fending purposes and for purchasing stop-loss coverage do not

have to be the g4 g
arrangements Al

¥ nder the insurance statutes. The
inglirers, and the health care benefit

statute ‘

ach employer group must ann , ly submlt to the Commissioner of Insurance
priate standing committees of the legislature a
e ort that contains informatio about the employers participating, the covered

Basic benefits play” , w"#

This bill reqMires the commissioner to desi y rule a health benefit plan i

erally, employers with 2 to 50

il the dependents of the employées. The plan must provide basic
benefits; may exclude or modify any health jfsurance mandates with which health
insurers of health benefit plans are requirgtl to comply under current law; and must
be desigried so that the average premiurd for coverage under the plan is at least 10
perce { lower than the average premiuzh paid by small employers for coverage under ;
other group health benefit plans. d "

From May 1, 2005, to April 30, 2010, every insurer that offers grou “fiealth
bénefit plans to small employers must offer the plan designed by the ;‘o/!ym)n}ssmner.
The insurers offering the plan fust submit annual reports to the comfnissioner on
the number of employers and employees and dependents with cg /rage under the
plan, and the commissioner/must compile the information in nnual report to the
appropriate standing comymittees of the legislature. The Legfslative Audit Bureau
is required to conduct aperformance audit of the plan, andlyzing the participation
rate and the premiums charged. -

\ Health savi

This bill adopts, for state income and franchise tax purposes, section 1201 of
Public Law 108-173 as it relates to claiming a deduction for an amount that a person
pays into a health savings account.

This bill will be referred to the Joint Survey Committee on Tax Exemptions for
a detailed analysis, which will be printed as an appendix to this bill.

For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

employees)

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows: ~



2003 - 2004 Legislature -3 - LRB-3588/2

PJK/MES/JK:wlj:jf
BILL SECTION 1
1 SEcTION 1. Subchapter XVI of chapter 71 [precedes 71.98] of the statutes is
2 created to read:
3 CHAPTER 71
4 SUBCHAPTER XVI
5 INTERNAL REVENUE CODE UPDATE
6 71.98 Internal Revenue Code update. The following federal laws, to the
7 extent that they apply to the Internal Revenue Code, apply to this chapter:
For todable y eavs beg'nniag aftesr Decemboer 31 2003
8 (1) HEALTH SAVINGS ACCOUNTS) Pection 1201 of P.L. 108-173, to(the extentithaty
: redating |
9 ifvalagasfto health savings accounts. 9
’ #
FO SECTION 2. 146.92 ofthe statutes is created to read: | W&‘i
11 146.92 Self- {ded employer groups. (1) DEFINITIONS. In this section:
12 (a) “Eligiblé employee” means an employee who works on a permanenfrbasis
13 and has a pdrmal work week of 30 or more hours. The term includes roprietor,
14 a busipg s owner, including the owner of a farm business, a pa " of a partnership,
15 o4 2 member of a limited liability company ?}M roprietor, business owner,
partner, or member is included as an empldyee under the health care benefit

17~"  arrangement under this section, but4he term does not include an employee who

e

18 works on a temporary or sub}t{ ute basis. o
19 (b) “Eligible employers” means employers that are members of the same
20 chamber of con erce

21 (2) A ORMATION, ELIGIBILITY, AND QUALIFICATION. Ko later than J anuary 1,

22 , 2 or more eligible employers may form an loyer group to establish and

23 administer an employee health care benefit afrangement for the joint provision of

|

M”%h’eal»th%.beneﬁts on a self-funded bafis to their eligible employees, the eligible j
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1 employees of other eligible employers that elect to participate in the employer group, y
2 \; and the dependents of those eligible employees.
3 %\X“s (b) 1. The eligible employers forming the employer group shall specify date
4 by which other eligible employers must elect to participate in the emplg "" group or
5 be foredlosed from participating. All eligible employers that electy % participate by
6 the date sbb%ciﬂed and that meet any requirements establis}k ‘-' under sub. (5) (d)
7 shall be allo ed to participate in the employer group. |
8 2. NotWith 3 nding subd. 1., an employer thaf new business starting up
9 after the date spec1ﬁe Jdn subd. 1., that become 4 member of the same chamber of
10 commerce after that date hat elects to part pate by a later date that the employer
11 group establishes for the new us1ness ® make the election, and that meets any
12 requirements established under Mo (5) (d) shall be allowed to participate in the
13 = employer group.
14 (c) No more than 3 employer group may be formed under par. (a), and no more
15 than one employer group # y be composed o ex ployers that are members of any one
16 chamber of commercg, The first 3 employer groyps that provide evidence to the
17 commissioner of iAsurance that they have formed d are in compliance with the

18 requirements ¥nder this section shall qualify to particip in the project under this
19 section. The commissioner of insurance shall provide ndtice in the Wisconsin
20 adminigfrative register when 3 employer groups have q ified under this

21 parggraph. The notice shall list the groups and the dates on which efch provided the

22 ecessary evidence of compliance.
23 (d) 1. Except as provided in subd. 2., an employer group may opexkate and
24 provide benefits under its employee health care benefit arrangement established

5 under this section for no longer than 5 years. \\\
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D N 2. After the employer group has ceased operating its employee health ga’f‘e

2x benefit arrangement, it shall continue to be responsible for paying eligible/laims
3 %’\% that were incurred during the time in which the employee health @/g/ei)eneﬁt
4 \E*Q\angement was operating.
5 ™ ) EMPLOYER REQUIREMENTS. (a) An employer that particigates in an employer
6 group » der this section shall be required to offer healt tare benefits under the
7 employee health care benefit arrangement to all of the) i loyer’s eligible employees
8 and all of the “; fle employees’ dependents, as de f d by the employer group under
9 sub. (5) (b), and m \not offer any other health, e benefits to'its eligible employees
10 or their dependents.
11 (b) An employer that lects to art1c1pate in an employer group under this
12 section shall be required to pa g pate until the employer group terminates. To
13 ensure participation, an empldyer® group may require all employers that elect to
14 participate to pay, at the g6 mence t of participation, an amount that will be
15 forfeited to the employgef g‘roup if the em byer discontinues its participation before
16 the employer gro ! o terminates. In additidy , any employer that discontinues
17 participation bg e the employer group termies shall be responsible for the
18 employer’s p portionate share of the cost of any éljgible claims payable by the
19 employeoup that were incurred before the employe discontinued participation.
20 COVERAGE. (a) Each employer group shall pay n¥ _more than $50,000 in
21 be £ eﬁts on a self-funded basis in a calendar year for each pers on covered under its
22 mployee health care benefit arrangement. Each employer g‘roup all obtain excess
23 " or stop-loss coverage through an insurer authorized to do business \n this state in
24 an amount that is sufficient to pay eligible claims that exceed the amotnt that the

25 employer group will pay on a self-funded basis per person in a calendar ar.
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1 (b) An employer group shall provide the same, uniform health care benefits §Qr

each employer that participates in that émployer group.

3 (5) ADMINISTRATION. (a) Each employer group shall determine matters

4 necessary for the administration and operation of its employee ‘,. h care benefit

5 arrangement.

6 ach employer group shall define who is a degendent for purposes of
7 coverage under its employee health care benefit arrap ment.

8 (¢c) Each employer group shall determine th 'ounts that eligible employers
9 participating in themployer group must cong 'ute for self-funding the employee

10 health care benefit a%gement, for g,‘: administrative expenses, and for

11 purchasing excess or stop-Iy

12

13 ay specify minimum participation requirements that
14

15 loyer group may specify circumstances
16 1pating employer may diséqntinue participation in the employer
17 : rmination of the employer group\without forfeiting all or a portion
18

19 11 prepare and submit to
20 ssioner of insurance and to the chief clerk of each hpuse of the legislature
21 for distribution to the appropriate standing committees under s \|3.172 (3) a report,
22 ich shall be due 2 months after the anniversary of the date on whih the employer

group began operation, that includes all of the following informadon for the
reporting period:

1. The number of employers participating in the employer group.
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1 2. The number of employees that each participating employer has.
~ &
N2 3. The number of employees and dependents covered under the employer
#

’ group’s health care benefit arrangement and the age and sex of covered
4 \enployee and dependent.

5 \ A brief description of the benefits that are provide ” the health care
6 benefit arfgngement.

7

5. The contributions paid by participatipé employers, the contribution

8 amount used for s funding the health care 'b arrangement, the contribution
9 amount used for payi administrative and the contribution amount used
10 for purchasing excess or stoR ~loss cove.
11 | 6. The criteria upon which .ployer contribution amounts were based.
12 7. The amount that has aidl out in benefits under the employee health
13 care benefit arrangement o elf—fu « basis and under the excess or stop—loss
| 14 coverage. ) “
15 8. The type 0 care coverage, i ny, provided by each participating
16 employer during 2-year period before the‘employer’s participation in the
17 employer J the cost of that health care covedage, including both employer
18 and employ costs.

19 9. number of employers that discontinued particigation in the previous

20 year,df any, the reason for each discontinued participation, and ﬁq&\penalty imposed
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any personally identifying information contained in the records. Within 6 months ,
after an employer group submits its 2nd annual report under par. (a), the bu eAu
hall submit copies of its audit report for that employer group to the chigft rk of
each house of the legislature for distribution to the appropriate standipg committees

. 13.172 (3).
(7)
(6) (A), chs. 6

under "
MPTION FROM INSURANCE REGULATION. Notvvith ing 29 USC 1144 (b)
to 645 and any rules promulgated un-s. 600 to 645 do not apply
to an employer gro p, or to an employee health cage eneﬁt arrangement, under this
section. An employer*group shall not be co ered an insurer, and an employee
health care benefit arraﬁ ment shall ng# be considered an insurance contract, for
any purpose under the stat&si | |

SECTION 3. 601.415 (8) of g tatutes is created to read:

601.415 (8) EMPLOYER GE a : B FICA’i‘ION. Notwithstanding s. 146.92 (7), the
commissioner shall perforg ‘the duties re ired under s. 146.92 (2) (¢) related to the
qualification of employér groups for the projéunder s. 146.92.

SECTION 4. 63% .25 of the statutes is "‘u‘ read:

635.25 Bghic benefits plan. (1) The commisyi oner shall by rule design a

designed so that the average premium for coverage under the plan is at Idast 10

percent lower than the average premium paid by small employers for coverage under

other group health benefit plans. ‘ : \\
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(2) Beginning on May 1, 2005, and ending on April 30, 2010, every small
f
employer insurer shall be required to offer the plan, except that coverage may xfot

be terminated before the end of the agreed term for any policy purchased on of before

Agril 30, 2010, regardless of whether the coverage extends beyond A: 30, 2010.
) (a) Annually, beginning on July 1, 2006, and ending on JAily 1, 2010, each
small employer insurer shall submit to the commissioner a regort that includes the
ation for the 12-month period ending opthe preceding April 30:

er of small employers that have gfurchased coverage under the

2. The number of employees that each’small employer under subd. 1. has.
3. The number of employees and é/;endents that are covered under the plan.
4. The number of small e nployers that have purchased other health care

: plo%ﬁinsurer.
5. 'Any other informag fon required by the commissioner by rule.

coverage offered by the small

(b) Annually, bening on September\|, 2006, and ending on September 1,
2010, the commissig {er shall submit to the chief clerk of each house of the legislature
for distributiohe appropriate standing committees under s. 13.172 (3) a report
ilgd the information submitted to the commiysioner under par. (a). The
commissj, éner may by rule require small employer insurefs o include in the reports
inforpeation in addition to that required under par. (a) 1. to 4. that the commissioner
determines would be useful for assessing the effectiveness of thé\plan.
| (4) The legislative audit bureau shall conduct a performance evaluation audit
of the basic benefits group health benefit plan under this section. The audit shall

analyze the participation rates in the plan and the premiums charged fo coverage

under the plan for a comparison with premiums paid by small employers under other
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group health benefit ,»éfﬁs. The bureau shall be allowed access to all records of each \

small employer i fSurer that may be relevant for this purpose but may not use or

maintain vng"v personally identifying informapitn contained in the records. By

9 in proposed form the¢’rules required under section 635.25 of the statutes, as
10 created by this a€t, to the legislative council stiff?de{/;ection 227.15 (1) of the
\ 11 ﬁtatutes no later than October 1, 2004. ’ IR Z:f” -
12 SE N 6. Initial applicability. /
13 (1) The treatnient.of subchapter XVI of chapt of the statutes first applies
14 to taxable years beginning on Jam e year in which this subsection takes

effect, except that if this syghsetfﬁfon takes effect July 31 the treatment of

subchapter XVI of);haﬁfgx", 71 of the statutes first applies to taxable year
!,4»/’
ondJ aMf the year following the year in which this subsection takes effect.

(END)
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AN ACT ¢o create subchapter Xﬁc pter 71 [precedes 71.98] of the statutes;

relating to: adopting federal law as it relates to health savings accounts for

state income and franchise tax purposes.

Analysis by the Legislative Reference Bureau

This bill adopts, for state income and franchise tax purposes, section 1201 of
Public Law 108-173 as it relates to claiming a deduction for an amount that a person
pays into a health savings account.

This bill will be referred to the Joint Survey Committee on Tax Exemptions for
a detailed analysis, which will be printed as an appendix to this bill.

For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SECTION 1. Subchapter XVI of chapter 71 [precedes 71.98] of the statutes is

created to read:



00 I O Ot B~ W N =

2003 - 2004 Legislature -2- MESSIz?KB;ﬁ?;if
SENATE BILL 409 SECTION 1
CHAPTER 71
SUBCHAPTER XVI
INTERNAL REVENUE CODE UPDATE

71.98 Internal Revenue Code update. The following federal laws, to the
extent that they apply to the Internal Revenue Code, apply to this chapter:
(1) HEALTH SAVINGS ACCOUNTS. For taxable years beginning after December 31,

2003, section 1201 of P.L. 108-173, relating to health savings accounts.

(END)



